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ABSTRACT 
The purpose of this conceptual paper to further understands the concept of fairness and satisfaction in buyer- 
supplier relationship perspective. The conceptual arguments put forward in this paper are based on review of 
satisfaction and fairness studies and research. As increase interest research in buyer-supplier relationship, 
satisfaction is viewed as an essential ingredient in the development and maintenance of long-term buyer-supplier 
relationships. This paper justifies the need for direct examination of fairness on satisfaction in buyer-supplier 
relationship. 
INTRODUCTION 
In response to intense global competition and shrinking product life cycles, organizations have downsized to focus 
on core competencies and have attempted to achieve a competitive advantage by forming mutually beneficial 
relationships with suppliers to capitalize on their capabilities and technology. Most of previous research 
recognized that buyer-supplier relationships could provide a strategic source of efficiency and even competitive 
advantage if inanaged appropriately (Baker, Simpson, & Sigauw, 1999; Dwyer, Schurr, & Oh, 1987; Ganesan, 
1994; Leonidou, Palihawadana, & Theodosiou, 2006). Recent study indicates that business managers have 
pursued the quantification of the benefit that inight be extracted from the efficient management of such 
associations (Cooper & Slagmulder, 1999). 
Even from an academic perspective, buyer-supplier relationships have been emphasized increasingly in the 
perspective of new management philosophies that indicate that effective liaisons will open innovative competitive 
environments and sigilificantly contribute to firm's strategic success. Many previous researches in both 
practitioners and academic jourilals demoilstrate that the buyer-supplier relationship has played a considerably 
significant role in the success of many organizations over the past few years. Studies on relationship between 
buyers and sellers provide the corilerstone of marketing discipline (Frazier, 1983; Frazier, Gill, & Kale, 1989; 
Geyskens, Steenkamp, & Kumar, 1999). Most of the research has focused on industrial markets, which, are 
characterized by longer business associations, stronger inter-dependencies, more complex process, and a hlgher 
degree of complexity (E. Anderson & Weitz, 1989; Cannon & Perreault Jr., 1999; Hakansson, 1982). In most 
business-to-business situations, especially where the benefits exceed the risks (Sheth, 1994), it is desirable for 
both parties involved to maintain a long-term relationship. A relationship warranted when buyer and supplier 
realize that the potential gains from acting cooperatively will exceed the gains from acting opportunistically 
(Bowen. Siech, & Schneider, 1989). Enl~ancing better relationships can be beneficial to both buyers and sellers 
(Sheth & Sharma, 1997). For buyers, the relationship call ensure a long-term supply of inputs in their operational 
processes, protect their cost structure and gain competitive prices, improve efficiency, achieve better coordination 
of their company functions when dealing with multiple suppliers. Meanwhile, seller or supplier can match better 
their products and services to customer needs, exploit new market opportunities, high repeat sales and minimize 
the customer switching to competitors. 
From an economic perspective, the supplier wants to encourage maintenance of a long-term relationship with a 
buyer because it is generally much less costly to keep an existing customer than to attract a new buyer. 
Furthermore, a committed and long-term buyer can provide feedback on existing products and services as well as 
an insight into new or reengineered products and services. Also, as time passes and experience steps in, a long- 
term buyer becomes loyal and easy to work with because communication channels will usually open and expand. 
In addition, buyer's needs and problems are known, and a comfortable working, and sometimes personal 
relationships exits between personnel in both firms (Congram, 199 1). 
Relationship Satisfaction 
To enhance better buyer-seller relationships, firms increasingly emphasis satisfaction as key role with strategic 
partners. Such efforts are supported by a substantial marketing literature on satisfaction within buyer-supplier 
channel literatures (Jonsson & Zineldin, 2003). Recogilizing that success depends on satisfaction, organizations 
are moving away from discrete transactions and toward relational exchanges. The willingness of organization to 
enhance customer satisfaction is dependent upon their expectation that it will add value to their competitive 
position. 
Therefore, the satisfactioil or dissatisfaction of business parties can be seen as a critical turning point in the 
development of buyer-seller relationships (Tikkanen & Alajoutsijarvi, 2002) and it is a core determinant of 
success (E. W. Anderson, Fomell, & Lehmann, 1994; E. W. Anderson & Sullivan, 1993; Fomell, Johnson, 
Anderson, Cha, & Bryant, 1996; Reichfeld & Sasser, 1991; Schellhase, Hardock, & Ohlwein, 2000). In other 
words, it is the satisfaction that allows a basic business relationship to continue to the point where a long-term 
orientation exists between the parties involved, and where the dissolution of the relationship becomes increasingly 
difficult because of the strong bond that has develop. In particularly, with the increasing interest in rel,ationship 
marketing also, the relationship satisfaction has assumed as one of the central principles in the evolving paradigm 
of relationship marlung, and is an importailt construct in understanding the development, enhancing, and 
maintaining of buyer-seller relationships in inter-organizational contexts. 
Marketing and channel literatures in the area of satisfaction indicates a substantial number of studies have 
examined the antecedents of this relationship outcomes (Andaleeb, 1996; J. C. Anderson & Narus, 1990; Dwyer et 
al., 1987; Gassenheimer & Ramsey. 1994; Geyskens & Steenkatnp, 2000; Selnes, 1998). However, despite the 
importance of and the vast empirical research attention devoted to satisfaction in channel relationships, results of 
these studies ofien with inconsistent findings (Geyskens et al., 1999) and researchers are frequently interested to 
knowing which variables are the "key drivers" of relationship satisfaction (Abdd-Muhmin, 2005). Some of the 
more prominent factors or antecedents that have constantly emerged in the literature include: 
DependenceiPerformance- (Abdul-Muhmin, 2005; Andaleeb, 1996; Ganesan, 1994; Gassenheimer & 
Rarnsey, 1994; Kurnar, Stern, & Achrol. 1992; Lewis & Lambert, 1991). 
8 Power and Use of power sources- (Frazier & Summers, 1986; Gassenheimer & Ramsey, 1994; Howell, 
1987; Keith, Jackson, & Crosby, 1990: Lee, 2001; Ramaseshan, Yip, & Pae, 2006; Sahadev & 
Jayachandran, 2004). 
8 Conflict- (J. C. Anderson & Narus, 1984; Dwyer, 1980; Frazier et al., 1989; Lee, 2001; Leonidou et al., 
2006; Skinner, Gassenheimer, & Kelley, 1992; Wilkinson, 1981). 
Communication- (Jonsson & Zineldin, 2003; J .  Mohr & Spekman, 1994; J. J. Mohr, Fisher, & Nevin, 
1996; Selnes, 1998). 
Trust- (Andaleeb, 1996; J. C. Anderson & Narus, 1990; Baker et al., 1999; Dwyer et al., 1987; J. Mohr & 
Spekrnan, 1994; Siguaw, Siinpson, & Baker, 1998). 
Commitment- (Abdul-Muhmin, 2005; Jap & Ganesan, 2000; Selnes, 1998; Siguaw et al., 1998). 
However, review of current literature reveals that studies investigating the effects of fairness and satisfaction in 
dealer-supplier relationships is relatively sparse. To date, oilly a few studies have explored directly the 
relationship between fairness and channel relationships (Anderson & Weitz, 1989; 1992; Kurnar, Scheer, 
Steenkamp, 1995). Nevertheless, these studies more focused on relationship between fairness and relationship 
marketing elements like trust and coinmitment in developing long-term relationship between buyers and suppliers. 
This limited number of studies, thereby apparent for further empirical exploration of fairness and satisfaction in 
buyer-supplier relationships. 
Fairness in buyer-supplier relationships 
Fairness in organizational studies: 
Most of the researchers on fairness exist in the organizational and inter-organizational literature as two 
perspectives. The first is the fairness of the economic outcomes actually achieved and the second is the fairness of 
the process used to manage the exchange relationship(Maxwel1, Nye, & Maxwell, 1999). Studies in 
organizatioilal context have used these two types of fairness to measure fairness in the domains of managerial 
fairness and employee performance appraisals (Andrews & Kacmar, 2001 ; Gilliland, 1993; Lam, Schaubroeck, & 
Aryee, 2002). 
Distributive fairness focuses on the allocation of benefits and costs (Deutsch, 1985). The organizational 
literature explain defined distributive fairness as the perceived fairness of the outcomes that employees 
receive regarding pay or promotions in relation to the amount of effort they have put into their job 
(Andrews & Kacmar, 2001). 
Procedural fairness refers to perceived fairness of the means by which the ends are accomplished (Lind & 
Tyler, 1988). Organizational literature defined procedural fairness is perceived to be as individual's 
judgment of fairness on the impact of control he or she could exercise over the process itself and over the 
final decision (Gilliland, 1993; Thibaut & Walker, 1975). 
Fairness in buyer-supplier relationships: 
Researchers have extended these concepts and adapted them to the context of inter-organizational exchange 
relationships. They suggest that fairness is important in developing effective exchange relationship (E. Anderson 
& Weitz, 1992; Dwyer et al., 1987; Gundlach & Murphy, 1993; Kumar, Scheer, & Steenkamp, 1995). If a target 
firm has invested in a good deal of time, effort and money into the relationship and achieved rewards that meet its 
expectation then, the firm will perceive that fairness exists. On the other hand, the target firm will perceive 
unfairness if the source firm reap an undue level of rewards from its contribution to the exchange process. In the 
buyer-supplier relationships these two types of fairness have been used to identify how fairly one exchange 
partner treats another (Hertel, Aai-ts, & Zeelenberg, 2002; Kumar, 1996). 
The distributive fairness in exchange relationships deal with how the profits are shared and how the 
benefits and burdens are divided or allocated between parties (Hertel et al., 2002; Kumar, 1996). 
Therefore, it can be viewed as buyer's perception of fairness of earnings and other outcomes that it 
receives froin it relationship with the supplier. As further explain stated by Frazier (1983) that distributive 
fairness is an evaluation of the channel partner's relative rewards (or losses) in comparison to its 
respective contributions or inputs. 
Procedural fairness is described as the fairness of the means used to determine the outcome in the 
exchange relationship. In other words, it is fairness of a party's procedures and policies for dealing with 
its vulnerable partners in the relationship (Kumar, 1996; Kumar et al., 1995). Two notable study by 
Kumar, Scheer & Steenkainp (1 095) and Kumar (1996) on procedural fairness in exchange relationship 
have identify six principals namely, bilateral communication, impartiality, refutability, explanations, 
familiarity and courtesy that have used to determine whether a relationship is procedurally just. These six 
principles include the three key components of procedural fairness suggested by organizational theorists 
such as Gililand (1 993). 
Fairness and satisfaction in buyer-supplier relationships: 
A substantial studies on fairness in several other context has found a positive impact on satisfaction in 
organizational(Greenberg, 1990; McFarlin & Sweeney, 1992); service quality (Paraswaman, Zeithaml, & 
Berry, 1988); compliant handling (Blodgett, Granbois, & Walters, 1993; Goodwin & I., 1989). Findings from 
these areas suggest that fairness is a fundamental basis for relationship maintainability in social exchange 
(Lind, Kulik, Ambrose, & de Vera Park, 1993). This supports the same view about fairness in buyer-supplier 
relationships. Fainless as perceived equity occupies in Frazier's (1983) framework for interorganizational 
exchange in buyer-supplier relationships. Frazier argues that, the more a channel member sees exchange 
outcomes as being fair, the more satisfied the firm should be with the relationship. 
In general, fairness is conceptualized, as perceptions of distributive and procedural are particularly appropriate 
to buyer-seller or supplier relationships. The cxchange parties gained from assessing both distributive and 
procedural justice fairness, because they are conceptually distinct, created through different practices, and 
affected by different parties (Kumar et al., 1995). 
However, direct relationship between these two types of fairness to satisfaction of buyer-supplier relationship 
is limited. Even though, Kumar et al., (1995) find perceptions fairness related to satisfaction between 
automobile dealers and their suppliers but it is sub-dimension of relationship quality assessment. This 
suggests that more empirical research is required to establish relationship between fairness and satisfaction of 
relationship directly. 
Furthermore, fairness in term of distributive and procedural might have different effect on recent 
conceptualization of satisfaction in buyer-supplier relationship as economic and non-economic (Yilmaz, 
Sezen. & Kabadayi, 2004). Perhaps, distributiveness fairness might have a relatively stronger effect on 
economic satisfaction and procedural fairness inight have a stronger effect 011 lion-economic satisfaction. 
However. this needs to be empirically investigated. 
CONCLUSION 
The concept of fairness has long been recognized in inter-organizational studies, however the concerning the 
specific role of fairness in determining relationship satisfaction in buyer-supplier relationship is scant. The role of 
fairness in term of distributive and procedural fairness in buyer-supplier relationships merits further study where 
they can play a more positive role in relationships. Empirical testing in these areas would likely be fruitful for 
understanding buyer-supplier relations better. 
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